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SUBJECT: Unharvested Fruit Crop Losses Credit/Loss From Bl oom ngton and Fal | br ook
Mexi can Fruit Fly Quarantine/ FTB to Report to Legislature

DEPARTMENT AMENDMENTS ACCEPTED. Amendments reflect suggestions of previous analysis of bill as introduced
X February 24, 2000 .

X AMENDMENTS IMPACT REVENUE. A new revenue estimate is provided.

AMENDMENTS DID NOT RESOLVE THE DEPARTMENT’S CONCERNS stated in the previous analysis of hill as
introduced/amended

X FURTHER AMENDMENTS NECESSARY .

DEPARTMENT POSITION CHANGED TO
X REMAINDER OF PREVIOUS ANALY SIS OF BILL ASINTRODUCED _ February 24, 2000 STILL APPLIES.
X OTHER - See comments below.

SUWARY OF BILL

Under the Personal Inconme Tax Law (PITL) and the Bank and Corporation Tax Law
(B&CTL), this bill would allow a credit equal to 20% of the market price of any
unharvested fruit grown by a commercial grower that was lost as a direct result
of the Bl oom ngton or Fallbrook Mexican Fruit Fly Quarantine.

SUWARY OF AMENDMENT

The May 18, 2000, anendnments resolved the departnent’s policy considerations by
reducing the credit to 20% of the market price, providing that the bill is
operative for taxable or inconme years beginning on or after January 1, 2001, and
before January 1, 2006, and disallowing the credit in the case of other
conpensation. The May 18, 2000, anmendnents al so established a certification
process to be handl ed by the Agricultural Conmm ssioner, clarified which taxpayer
qualifies for the credit, and limted the carryover period. These amendnents
resolve the departnent’s inplenentation considerations and were suggested in the
departnent’s analysis of the bill as introduced.

The May 18, 2000, anendnents al so added a provision that would require the
departnent to report to the Legislature by Decenber 1, 2004, on the nunber and
amount of the credits clainmed under the bill

Except for the discussion in this analysis, the departnent’s analysis of the bil
as introduced still applies. The new inplenentation and techni cal
consi derations, as well as the revised revenue, are provided bel ow
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| MPLEMENTATI ON CONSI DERATI ON

The bill now contains two operative dates, which appear to conflict. One
provides that the credit shall be allowed for the first taxable or income year of
the taxpayer that commences on or after January 1, 2000. The other operative
date added by the May 18, 2000, anendnments would allow the credit for taxable or
i nconme years beginning on or after January 1, 2001, and before January 1, 2006.
One of the two operative dates shoul d be renoved.

TECHNI CAL CONSI DERATI ONS

The attached anendnments woul d resolve the follow ng technical considerations:

1. The word “a” should be replaced with “the” where it references the qualified
t axpayer that sustained the | oss.

2. The operative credit portions of the bill should refer to the Bl oom ngton “or”
Fal | brook quaranti ne area, instead of using the word “and.”

TAX REVENUE ESTI MATE

Contacts with industry experts indicate that the loss in the Bl oom ngton area due
to the Mexican fruit fly quarantine is very mnor. According to the staff of the
California Department of Food and Agriculture, the total |loss for all businesses
in this area ambunts to only about $15,000 currently. Limting the credit anount
to 20% of the | osses in both Fallbrook and Bl oom ngton areas, the revenue i npact
of this bill would be minor—ess than $500, 000 in revenue | osses per year.
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PROPCSED AMENDMENTS TO AB 2455
As Amended May 18, 2000
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AMENDMENT 6
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